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On the Challenge and Countermeasures of Blockchain to

Central Counterparty Settlement
BU Xue — min

Abstract: At present China mainly settles securities through central counterparty to reduce settlement
risk and cost and improve settlement efficiency but it not only has ambiguous legal status and legal basis
but also aggregates settlement risks and fails to follow the principle of delivery versus payment exactly. In
addition the liquidity of funds and securities and the standards of settlement risk management may be re—
duced. The blockchain can meet the functional requirements of securities settlement settle securities auto—
matically and ensure data consistency and tamperability which can effectively solve the above problems
existing in the settlement through central counterparty so it has great potential to replace the central coun—
terparty in securities settlement. However in realizing the blockchain securities settlement the application
of this technology must be confirmed by law and the blockchain data should be qualified as electronic evi—
dence moreover the bankruptcy isolation mechanism should be extended to apply to the blockchain securi—
ties settlement and the legal status and functions of the blockchain settlement platform should be stipulated
explicitly.

Key words: blockchain  securities settlement central counterparty Securities Law



